EXECUTIVE SUMMARY

1. EXECUTIVE SUMMARY

Introduction

A number of factors have resulted in the challenging fiscal condition facing the County. The recession
that began in December of 2007 has left behind higher than normal unemployment, and contributed to
rising caseloads in social services programs. It also severely impacted sales tax revenues in FY 09
which led to a number of actions that deferred personal services costs to future years. The residential
energy tax, which was implemented in FY 09, has been repealed. Labor agreements with the County’s
major unions will provide wage increases through 2015. The enhanced Federal assistance for Medicaid
that was part of the American Recovery and Reinvestment Act will be reduced in FY 11 and eliminated
in FY 12. In addition, the longstanding issue of the County’s burdensome property tax refund obligation
continues to make demands on the financial resources of the County. The new Administration has
attempted to address these problems by, among other things, implementing assessment reform and
offering the second retirement incentive program to County employees in the last two years.

The proposed FY 11 budget, crafted in light of the fiscal environment outlined above, relies to a great
extent on two major expense reductions. The first is the removal from the operating budget of $50
million to pay for property tax refunds. For years fiscal monitors have deplored the practice of
borrowing to pay for what is considered to be an operating expense. However, due to the scope of the
problem, resulting from a high level of new liability each year in conjunction with a large backlog, the
County has never been able to include more than $50 million in the operating budget. Annual payments
average approximately $100 million. The elimination of this expense from the proposed budget has
been tied to the implementation of the Administration’s assessment reform initiatives. According to the
Fiscal 2010-2013 Multi-Year financial Plan (MYP) update, released this past May, “The plan envisions
a financing component to transition to pay as you go basis ‘PAYGO’ when savings from the reform
package have been realized.”

Assessment reform has various components, including the implementation of a quadrennial assessment
cycle, and the passage of a local law to promote settlement of claims with the Assessment Review
commission before the roll goes final. The Administration has also introduced legislation to remove the
County Guarantee, which requires the County to pay the cost of refunds for tax revenue levied by the
towns, special districts and all but one of the school districts in Nassau County. If successful, removing
the guarantee would drop the County’s annual tax refund liability to roughly $18 million. The projected
savings from these initiatives are reflected in the out-years of the 2011 — 2014 Multi-Year Financial Plan
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in the decreasing amount of new judgment and settlement borrowings planned, going from $95 million
in FY 11 to $20 million in FY 14. No operating funds remain from 2011 to 2014 to cover the cost of
property tax refunds.

Assuming that assessment reform is successful, there still remains an FY 11lbudgetary risk associated
with the removal of the $50 million that had been used for tax refunds. At this time the Administration’s
authority to bond for tax refunds has been exhausted. Without a new bond ordinance, which requires a
super-majority of the County Legislature, and with no appropriation in the proposed budget, there is no
funding available to pay the refunds.

The other significant expense reduction is for labor concessions. The proposed “Taxpayer Relief Act of
2010” would authorize and direct the County Executive “to set the 2011 wages of county employees so
as to be consistent with the 2011 Budget being enacted in connection herewith, and notwithstanding any
labor-related agreement(s) to the contrary.” The 2011 proposed budget includes a total of $61.1 million
in reductions to the salaries appropriation of most departments which represents labor savings that the
Administration plans on getting from the unions. All the major unions have contracts through 2015.
The County Executive plans on “ordering” the savings should the unions not voluntarily make
concessions. As it is currently included in the budget, the Police Department represents 74.1% of the
projected savings. The entire $61.1 million has to be considered at risk until such time as the labor
agreements are amended, or the likely court case is resolved in the County’s favor. The savings
continue throughout the MYP, with $62.3 million in 2012, $63.5 million in 2013 and $64.8 million in
2014. The table below shows the projected labor savings by fund:

Budgeted Labor Savings in Relation to Total Payroll

2011 Proposed 2011 Proposed Labor Savings as a % of
Fund Salary Budget Saving Salary

Fire Commission Fund 10,424,014 (680,017)
General Fund 402,907,562 (15,138,324)

Police District Fund 205,572,246 (23,556,109)

Police Headquarters Fund 191,263,428 (21,727,899)

Major Funds Total 810,167,250 (61,102,349)

The projected savings for all departments can be found in the Labor section of this document.

OLBR has identified a total budgetary risk of $235.7 million, of which the anticipated labor savings and
the tax certiorari funding make up $161.1 million.
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Proposed Expense Budget

The FY 11 proposed budget for the major funds, excluding the Sewer and Storm Water District and
interdepartmental chargebacks, is $2.6 billion. Nearly half of the budget funds salaries and fringe
benefits. The second largest component is for direct assistance at 23.1%, as illustrated in Chart 1.1.

Chart 1.1: FY 11 Major Funds’ Expenses ($2.6 billion)

Debt Service 13.3%
$351.5 million

Direct Assistance 23.1%
$610.2 million

Contingency 0.49
$10.0 million

Salaries 30.7%
$810.2 million

OTPS 14.5%
$382.2 million

Fringe Benefits 18.0%
$474.4 million

Data excludes inter-dept charges and Debt Service includes NIFA Debt.

Compared to the adopted FY 10 budget, there is an increase of $21.0 million or 0.8% as shown in Table
1.2, on page 5. The funding for salaries is decreasing by $47.2 million or 5.5%. As of September 1,
2010 the five major funds headcount is 8,195. There is a reduction of 415 full-time employees or 4.7%
from the 2010 Adopted Budget to the 2011 Proposed Budget. Headcount in the 2011 proposed budget is
at 8,395, an increase of 200 or 2.4% from the September headcount. Sewer and Storm Water District is
increasing by 55 positions from the September actual and increasing from the 2010 budget by 4
positions. The Administration included a credit to salary expenses of $61.1 million in the 2011
Executive Budget to be realized through labor savings. As a result of many labor constraints, this is a
challenging undertaking. OLBR was not informed of the methodology of how the savings were
calculated. From a budget perspective, OLBR considers the entire $61.1 million to be a risk. If the
adjustments were not included in the budget, OLBR estimates that the salary lines are sufficiently
funded. The County and State each offered an early retirement incentive; to date, 436 employees have
opted into one of the programs. The annualized salary savings and projected termination cost are shown
by union in the graph below

Nassau County Office of Legislative Budget Review 3



EXECUTIVE SUMMARY

Incentive Head Projected 2010
Option Fund Count Annualized Salary  Termination Liability
County

FCF 5 353,068 613,327
GEN 69 4,588,440 4,784,809
GRT 4 220,321 176,632
PDD 68 5,107,608 14,981,135
PDH 78 9,557,416 26,570,346
SSW 2 109,392 121,211
County Total 226 19,936,245 47,247,459
State
FCF 10 805,869 657,921
GEN 141 11,310,526 7,489,277
GRT 11 835,880 489,057
PDD 8 41,133 155,597
PDH 23 1,600,691 1,080,523
SSW 17 1,176,893 740,534

State Total 15,770,992 10,612,908

Grand Total 35,707,237 57,860,367

Local Law 10-2010 created the Department of Shared Services to provide administrative support
services for multiple agencies and departments of the County. In addition to purchasing and
procurement, any of the following shared functions can be performed, in whole or in part, by the
Department of Shared Services: financial management functions including, payroll and personnel
administration, property management, information technology support, printing and graphics functions,
records maintenance, mail services, public relations and constituent affairs, secretarial and clerical
services, labor relations and negotiations. The key areas identified for this consolidation are Human
Resources, Accounts Payable and Accounts Receivable.

Compared to the September 1, 2010 headcount there are 200 more full-time positions in the proposed
2010 Budget, as reflected in Section 4 of the Executive Summary, Labor. Some departments that are
scheduled to have a significant addition to personnel compared to their September 2010 headcount are
Social Services, the Department of Public Works, Fire Commission, Correctional Center, Probation
Health Department and County Attorney.

Table 1.1: Proposed FT Headcount vs. Sept. 2010

Change from

September Executive Exec. To Sept

2010 Actual 2011 Budget Actual
SOCIAL SERVICES 770 820 50
PUBLIC WORKS DEPARTMENT 504 526 22
FIRE COMMISSION 86 107 21
CORRECTIONAL CENTER 1,215 1,235 20
PROBATION 199 216 17
HEALTH DEPARTMENT 195 210 15
COUNTY ATTORNEY 125 135 10
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Table 1.2: Major Funds’ Expenses 2010 vs. 2011

($’s in millions)

2010 2011
Adopted Proposed Var.

EXxpenses
Salaries $857.3 $810.2 ($47.2)
Fringe Benefits 413.0 474.4 61.4
OTPS 432.5 382.2 (50.4)
Direct Assistance 581.3 610.2 28.9
Debt Service 321.7 351.5 29.8
Contingency 115 10.0 (1.5)

Total Expenses $2,617.4  $2,638.4 $21.0

1. Excludes interdepartmental charges and debt service chargebacks

Fringe benefit expenses, including Workers Compensation costs, are increasing by $61.4 million to
$474.4 million in the FY 11 proposed budget. The increase is due to the following:

1. Health insurance for active and retired employees is increasing by $30.0 million or 13.5% from
the projected FY 10 cost of $219.7 million to $249.2 million.

a. The FY 11 budget for health insurance costs includes an increase of 13.6% for active and
retiree health insurance plans. The growth rate is realistic based on New York State’s
Second Quarter Experience Report which estimates health insurance rates to increase by
roughly 12.5% in 2011.

b. Due to the low rates finalized in FY 09 and FY 10, the State projects a higher rate in
FY 11 than the historical average.

2. Social security expenses are increasing by 5.9 million to $57.7 million. The increase is due to an
underfunded FY 10 Adopted Budget.

a. InFY 10, OLBR is projecting a deficit of $7.4 million in social security costs.

3. The FY 11 Executive Budget includes $109.4 million in total for Employee Retirement System
(ERS) and Police and Fire Retirement System (PFRS) pension obligations. This is an increase of
$19.9 million from FY 10 pension cost.

a. The increased pension contribution rates in the FY 11 budget reflect the significant losses
the New York State Common Retirement Fund (Fund) experienced in 2009 from the
global financial crisis. The impact of this decline is being realized in SFY 2011 due to
the calculation of rates that looks at the average of the investment experience over a five
year period.

b. The rate of return in 2012 will continue to increase while the 2009 loss continues to be
recognized.

4. The FY11 workers' compensation budget has increased by $5.0 million, or 21.2% versus the
FY10 adopted budget. The indemnity rate has increased by 23% in 2010 versus 2009 due to an
increase by the New York State Workers Compensation Board. The average weekly wage was
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increased to $739.83 from $600.00. Other than personal services (OTPS) expenses are
decreasing by $50.4 million. The $50.0 million in the General Fund to pay property tax refunds
in FY 10 has been removed from the proposed budget.

The funding for equipment, general expenses, and contractual services has been reduced by $6.8 million,
or 4.2%. Equipment is down $1.2 million or 44.1%. Offsetting that decrease is an increase of $7.1
million, made up of $3.7 million for local government assistance, $2.4 million for interfund charges, and
$1.1 million for LIRR station maintenance which increases annually by the Consumer Price Index (CPI).
Contractual expenses are decreasing by $4.9 million, of which $4.8 million is primarily associated with
the Correctional Center bidding to privatize inmate healthcare. The department believes that they can
achieve a savings while providing the same healthcare benefits to inmates, which in the past has been
contracted to Nassau Community Medical Center (NUMC). Other departments affected by program
cuts include the Department of Social Services and the Youth Board, which eliminated the Family and
Children’s Association (FCA) Youth and Community Development funding of $912,072. The utilities
expense has been reduced by $1.8 million due to anticipated energy saving initiatives primarily in Public
Works. The initiatives include LED traffic lights, solar panels being installed on the County building
located at 1194 Prospect Avenue in Westbury and savings from the newly awarded Hess Corporation
contract for natural gas.

The direct assistance budget, including Preschool and Early Intervention Services, is increasing by $28.9
million, or 5%. Recipient grants and emergency vendor payments are projected over budget in FY 10
because of caseload increases in the Temporary Assistance to Needy Families (TANF) and Safety Net
programs as illustrated in the ‘“Nassau County TANF and Safety Net Case Load” chart in Social
Services department review. FY 11 includes a smaller increase from the current trend because of the
economic recovery. Compared to the same time period in 2009, the average of the first seven months of
2010 has seen a 23.4% increase in TANF cases and a 25.5% increase in Safety Net cases. Caseloads
began increasing significantly in the second half of 2008 in direct correlation with the recession. The
purchased services budget for FY 11 is over the FY 10 budget by $8.7 million.

Medicaid is increasing compared to the FY 10 Adopted Budget by $5.3 million. The County share of
Medicaid expense is capped at 2010 expenses plus three percent. OLBR is currently projecting a $3.2
million surplus for FY 10 based on the 2009 year end actuals. In addition there is $1.4 million in health
insurance premiums and transportation payments. The total cost comes to 2.2% over the FY 10 budget.

The reduction for early intervention services is due to finalized lower than budgeted revised provider
rates in FY 2010. The number of children receiving services is expected to stay even with the 2009
level.

The debt service budget is increasing by $29.8 million. According to the NIFA preliminary review of
the proposed MYP, the Administration included $8.0 million in 2011 in savings from the anticipated
restructuring of NIFA issued debt, which “is not attainable at this time”. The Administration, believing
that the savings can be achieved, has requested that NIFA proceed with the restructuring.

A $10.0 million contingency for unforeseen events has been included in the proposed budget. This is
$1.5 million less than the FY 10 amount.
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Proposed Revenue Budget

The largest revenue source for the County is sales tax, making up 38.8% of all receipts, as illustrated in
Chart 1.2. From June 1, 2009 through May 31, 2010, sales tax was expanded to include residential
energy sources. Table 1.4: Major Funds Revenue FY 10 vs. FY 11 shows the energy tax decreasing in
FY 11 from $39.4 million to $0. The proposed regular sales tax revenue in the FY 11 Executive Budget
is $1.022 billion, an increase of $59.6 million. This estimate is based on OMB’s assumption that
collections, less the residential energy tax, will increase by 6.0% annually in FY 10 and then increase by
3.75% in FY 11. Based on year-to-date collections and economic forecasts for 2011, this is a reasonable
assumption. For a further discussion of sales tax, see Section 2 of this document.

Chart 1.2: FY 11 Major Funds’ Revenue ($2.6 billion)

Property Tax 30.3%

Non-Tax Sources 15.5% $800.3 million

$408.7 million

Federal Aid 5.8%
$151.8 million

Other Taxes 1.2%
$32.8 million

State Aid 8.4%
$221.5 million

Sales Tax 38.8%
$1023.3 million

Data reflects major funds excluding Sewer and Storm Water Resource District and inter-dept charges.

The 2011 proposed budget, as shown in Table 1.3, reflects a property tax levy decrease for the major
funds of $1.3 million. That change is offset by a $3.0 million tax addition for the Sewers, for a net tax
levy increase of $1.7 million. This increase represents the value of new construction added to the tax
rolls. In addition, the tax levy to fund the debt service on the voter approved environmental bonds is
increasing by $2.3 million.
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Table 1.3: Property Tax Levy Comparison

Property Tax Levy Comparison

$ %
2008 2009 2010 2011 2011 vs 2011 vs
Adopted Adopted Adopted Proposed 2010 2010
Fire Commission 15,554,824 15,465,535 15,400,795 15,641,459 240,664 1.6%
General 145,858,384 156,498,471 162,838,578 173,019,722 10,181,144 6.3%
Police District 332,325,833 345,035,890 343,354,134 340,932,665 (2,421,469) -0.7%
Police Headquarters 279,632,013 289,073,953 279,980,342 270,721,786 (9,258,556) -3.3%
Subtotal Major Funds $773,371,054 $806,073,849 $801,573,849 $800,315,632 ($1,258,217) -0.2%
Sewers 103,932,309 110,031,815 116,031,815 119,031,815 3,000,000 2.6%

Total Major Funds & Sewers $877,303,363 $916,105,664 $917,605,664 $919,347,447 $1,741,783 0.2%

Enviromental Bond 7,374,561 4,850,000 9,000,000 11,250,000 2,250,000 25.0%
College* 50,247,241 52,206,883 52,206,883 52,206,883 0 0.0%
Grand Total $934,925,165 $973,162,547 $978,812,547  $982,804,330 $3,991,783 0.4%

1. 2011 College Budget has been adopted

Table 1.4: Major Funds Revenue FY 10 vs. FY 11

($’s in millions)

2010 2011

Adopted Proposed Var.

Revenues
Use of Reserves 24.0 2.0 (22.0)
Non-Tax Sources 346.8 406.7 59.9
Federal Aid 177.5 151.8 (25.7)
State Aid 231.3 221.5 (9.8)
Sales Tax 963.7 1,023.3 59.6
Residential Energy Tax 394 0.0 (39.4)
Property Tax 801.6 800.3 1.3)
Other Taxes 33.1 32.8 (0.3)

Total Revenues $2,617.4  $2,638.4 $21.0

1. Excludes interdepartmental revenue & debt service chargebacks

The proposed budget has reduced the planned use of reserve funding by $22.0 million. The $2.0 million
that has been included for FY 11 will come from the Employee Accrued Liability fund and will be
utilized in the Police District fund to cover the costs of termination pay for retiring officers. As this
office indicated last year, the use of these funds was ideally intended to supplement the operating budget
in the event of an excessive number of retirements. Following the County retirement incentive this year,
which was open to police officers, retirements are anticipated to be much lower than the historic norm in
2011.
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Non-tax sources is estimated to increase by $59.9 million as seen in Table 1.4: Major Funds Revenue
FY 10 vs. FY 11.

Fines and Forfeits are increasing by $36.7 million over the FY 10 budget. Approximately 74% of this
revenue is in the Traffic and Parking Violations Agency and is made up of two revenue streams: Parking
tickets and Red Light Camera. The 2011 budget includes an additional $17.3 million for red light
cameras in the unallocated revenue department which brings the budgeted increase from that initiative to
$29.6 million from the 2010 Adopted Budget. This initiative requires State Approval and is considered
a risk. The agency also collects fines on traffic and parking violations and historically this revenue
stream has been approximately $17.0 million. The 2010 Adopted budget allocated $20.8 million for this
revenue. However the FY 11 proposed budget is $28.0 million and OLBR estimates the $7.3 million
increase to be a risk.

Department revenues are up $21.6 million from the FY 10 adopted budget, largely due to fee increases
in various departments. The County Legislature will have to approve the new rates that have been
budgeted to bring in an additional $8.3 million in County Clerk fees, $8.0 million in ambulance fees
collected by the Police Department, and $2.3 million from fees charged by the Parks Department. Also
included in Parks is $1.0 million of advertising revenue. This item has appeared in the budget before. It
is considered a risk because there is no contract in place. The Correctional Center includes $3.5 million
for housing Suffolk inmates.

Revenue from federal aid is decreasing by $25.7 million. The American Recovery and Reinvestment
Act (ARRA) provided assistance to state and local governments in the form of an increased share of the
Federal contribution towards Medicaid (FMAP). Nassau County expects to receive $16.3 million in
FY 11, which is $27.7 million less than the $44.0 projected for FY 10 ($46.7 million in aid was provided
in FY 09). Housing is down $1.0 million due to the elimination of the funding for a Brownsfield
Redevelopment site, which has yet to be selected. Included in the FY 11 Debt Service budget is $3.4
million that will be received from the Federal government as credit subsidy payments on County-issued
Build America Bonds.

State aid is estimated to decrease by $9.8 million in FY 11. In FY 10 there was $16.0 million included
that was to have been received through the imposition of a new cigarette tax. State approval was not
obtained and the revenues have been taken out of the proposed budget. A state initiative for $5.0 million
has been included for FY 11 representing surcharge revenues collected as a reimbursement from NY
State for the costs which Nassau County incurs in patrolling the Long Island Expressway and portions of
Sunrise Highway. Both of these are State roads and therefore the State is responsible for patrolling
them. The surcharge would be $50 per ticket for certain traffic offenses and infraction convictions.
Reimbursement for patrolling these roads has been sought since 2004. The state aid received for
reimbursable health and human services programs is increasing in DSS by $6.5 million, which
represents reimbursements for higher Temporary Assistance for Needy Families and Safety Net
caseloads. The $3.5 million decrease in the department of Health correlates with the decrease in
expenditures for Children’s Early Intervention Services.

The revenue items in the proposed budget that may be at risk are listed in Table 1.5:
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Table 1.5: Revenue Risk

Revenues
OLBR

Item Surplus/(Risk)
Surcharge for Patrolling LIE ($5.0)
Parks Advertising (1.0)
New Fees Requiring Legislative Approval (18.3)
OTB Profits (1.5)
Housing Suffolk Inmates (3.4)
TPVA Fines (11.0)
Red Light Camera Program (29.6)

Revenue Sub Total ($69.8)

Table 1.6: Expense Risk and Contingencies

Expenses
Item Surplus/(Risk)
Tax Cert Funding ($100.0)
Labor Concessions (61.1)
NIFA Restructuring Savings (8.0)
Medical Care for Inmates Contract (4.8)
Police Overtime (2.0)
Expense Sub Total ($175.9)
Total Risk ($245.7)
Contingencies
Contingency funds 10.0
Total Contingencies $10.0
Budget Exposure ($235.7)

Any initiative that requires either New York State or Nassau County legislative approval has been
labeled as a risk. Each item listed will be detailed further in our Departmental Analysis.
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One other item of concern is the funding for Long Island Bus, which continues to operate with deficits.
In 2010, LI Bus is forecasting a $95.4 million baseline deficit. In 2011, this baseline deficit is
expected to grow to $99.4 million or 4.3%.

Farebox revenues on average cover 31.5% of total LI Bus expenditures. LI Bus is heavily dependent
on subsidy payments to cover the cost of its operations. Since 2003, the MTA has provided LI Bus
with subsidy payments totaling $134.1 million. Over the same time period, NYS has provided LI Bus
with $357.9 million in subsidy payments. Without these payments, LI Bus could not sustain its
operations.

In 2010 NYS is expected to provide LI Bus with $47.6 million in subsidy payments and the MTA is
forecast to give LI Bus $31.1 million in subsidy payments.

The chart below details the annual NY'S and MTA subsidy payments to LI Bus from 2003 to 2010.

Historic Long Island Bus Subsidy Payments 2003 to 2010

figures in million

$70.0 4
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2003 2004 2005 2006 2007 2008 2009 2010
lD MTA | $13.3 $11.0 $14.0 $14.0 $20.3 $14.0 $16.4 $31.1
Il NYS | $34.0 $34.0 $38.4 $44.9 $47.9 $57.7 $53.4 $47.6

O MTA B NYS

Source: Long Island Bus

MTA budget documents reveal that the agency is in poor fiscal health. State budget cuts and
deteriorating tax revenues have forced the agency to reduce payroll, freeze salaries and reduce service
levels.

The MTA has stated that it would like Nassau County to step up its subsidy payments to LI Bus.
According to the 1973 agreement between the MTA and Nassau County, the County is responsible for
funding LI Bus’s operating deficit. The MTA states that it will not continue to subsidize LI Bus if
Nassau does not increase its subsidy payment, but will assist Nassau in the privatization process.

Based on the proposed 2011 budget, the County does not intend to step up its subsidy payments to LI
Bus. The FY 11 proposed budget includes $9.1 million in subsidy payments from LI Bus. That
subsidy amount is unchanged from the 2010 adopted levels. The subsidy payment is broken into two
parts: the fixed route, Metropolitan Suburban Bus Authority subsidy of $6.9 million and the para-
transit, Handicapped Transportation System subsidy of $2.2 million.

Nassau County is seeking to privatize its bus service and has issued a request for proposals (RFP)
asking companies to submit bids for assuming the current service. The RFP expects the privatization
to occur by 2011. As per the RFP, the winning company will not be able to raise fares more than
20%, will not receive any subsidy payments from Nassau County and will pay a percentage of its
gross revenues to Nassau County.

Nassau County Office of Legislative Budget Review

11



EXECUTIVE SUMMARY

It is unclear how the financial standoff with the MTA will be resolved.

Finally, though not associated with the major operating funds, there is the proposed new fee on not-for-
profit organizations (with the exception of houses of worship) that are part of the County’s sewer and
storm water system. The rationale for charging this fee, based on water usage, is that since the sewer
system is currently funded via a tax levy, from which the not-for-profits are exempt, those organizations
are not contributing to the system. The amount of $19.0 million included in the FY 11 budget assumes
half a year’s collections. The Multi-Year Plan projects revenue for this initiative to grow to $38.0
million in years FY 12 through FY 14. As with the other proposed fee increases, these revenues must be
considered at risk until the County Legislature votes in favor of imposing the fee.

Multi-Year Plan

Table 1.7 below details projected expenditures and revenues through 2014. The budgetary gaps that
result over that period show what could occur if no corrective actions are taken.

Table 1.8: Multi-Year Plan Projections (Major Funds)

($’s in millions)

2011 2012 2013 2014
Revenues
Fund Balance $0.0 $0.0 $0.0 $0.0
Use of Reserves 2.0 2.0 2.0 2.0
Non-Tax Sources 406.7 396.6 398.1 417.0
Federal Aid 151.8 137.1 138.5 139.6
State Aid 2215 225.2 228.8 232.1
Sales Tax 1,023.3 1,061.7 1,101.5 1,142.8
Property Tax 800.3 800.3 800.3 800.3
Other Taxes 32.8 32.8 32.8 32.8
Total Revenues $2,638.4  $2,655.7 $2,701.9  $2,766.6
Expenses
Salaries $810.2 $883.1 $913.0 $964.1
Fringe 474.4 529.7 562.9 596.0
OTPS 382.2 392.0 397.2 410.1
Direct Assistance 610.2 624.0 635.1 645.4
Debt Service 351.5 375.9 400.5 408.9
Contingency 10.0 10.0 10.0 10.0
Total Expenses $2,638.4 $2,814.7 $2,9189  $3,034.5
Surplus/Gap Projection ($0.0)  ($159.0)  ($217.0)  ($267.8)
1.Less interdepartmental charges, debt service chargebacks and Sewer & Storm Water District.

Over the course of the MYP, total expenses are projected to grow by 4.6% annually, while revenues
increase at the lower rate of 1.6%. Rising costs for salaries, fringe benefits, direct assistance and debt

Nassau County Office of Legislative Budget Review 12



EXECUTIVE SUMMARY

service will outpace the County’s largest revenue source, sales tax.

revenue source, property tax, is not projected to increase over the next four years.

>

>

Salaries and wages will increase by $153.9 million, from a proposed budget of $810.2
million in FY 11 to $964.1 million in FY 14. The anticipated labor concessions being
sought by the Administration are included in each year of the MYP, averaging $52.6
million. The five major unions have contracts through 2015.

Fringe benefits will increase by $121.5 million, from an estimate of $474.4 million in
FY 11 to $596.0 million in FY 14. Health insurance expenses for active and retired
employees are projected to increase by $69.1 million to $318.4 million. Pension costs are
expected to grow by $44.3 million to $153.7 million. Social security expenses are
increasing by $6.9 million to $64.6 million in FY 14.

OTPS expenditures will increase by $28.0 million, or 2.4% annually.

Direct Assistance will increase by $35.2 million, from an estimate of $610.2 million in
FY 11 to $645.4 million in FY 14. The largest increases are for the Early
Intervention/Pre-school Special Education Program ($13.2 million) and Medicaid ($9.0
million). There is a corresponding increase in state aid of $10.6 million over the same
time period.

Debt Service will increase by $57.4 million, from an estimate of $351.5 million in FY 11
to $409.9 million in FY 14.

Sales tax is projected to increase by $119.5 million, from a projected amount of $1.023
billion in FY 11 to an estimate of $1.143 billion in FY 14. The MYP projects 3.75%
growth for all years.

Federal aid is decreasing due to the end of the additional FMAP funding after FY 11.

The non-tax sources category shows an increase of $10.3 million. Two of the more
significant items are investment income, increasing by $21 million, and red light camera
revenue, which is expected to decline by $25.4 million, from $55.6 million in FY 11 to
$23.9 million in FY 14. It is anticipated that red light camera violations will decrease as
drivers become aware of the camera locations. The MYP includes a $7.0 million increase
in investment income in all out years. Given the current weak status of the economy,
OLBR believes that a conservative approach should be taken on interest rate increases.

The property tax levy will stay constant from FY 11 to FY 14.

The County’s second largest

The MYP contains various items to reduce the projected out-years gap. These items are divided into
four categories: assessment reform, revenue initiatives, expense reductions, and financing options/asset
sales, as illustrated in Chart 1.3
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EXECUTIVE SUMMARY

Chart 1.3: Gap Closing Measures 2012 - 2014

$ in millions
$200.0
$150.0 |
$100.0 | $175.6
$50.0 |
$0.0
2012 2013 2014
Assessment Reform = $2.0 $8.0 $14.0
Revenue Initiatives O $9.0 $32.0 $35.0
Expense Reductions & $25.0 $30.0 $35.0
Financing Options/Asset Sales $139.6 $159.6 $209.6

The following chart provides the detail within each category of gap-closing measures:
Chart 1.4: Gap Closing Measures Detail 2012 - 2014

2012 2013 2014
Financing Options/Asset Sales
Public Private Partnerships 125.0 125.0 125.0
Privatization of LI Bus 9.6 9.6 9.6
Debt Restructuring 5.0 5.0 5.0
Surplus Land Sales 20.0 30.0
Securitization of Mitchel Field Leases 40.0
Expense Reductions
Department Efficiencies 20.0 20.0 20.0
Headcount Reductions 5.0 10.0 15.0
Revenue Initiatives
Increased Departmental Revenues 3.0 3.0 3.0
Shared Services - Improved Accounts Receivable 3.0 3.0 3.0
Hub Revenues 20.0 20.0
Value of New Construction 3.0 6.0 9.0
Assessment Reform
Debt Service on Assessment Reform 2.0 8.0 14.0
Total Gap Closing Initiatives $175.6 $229.6 $293.6

The Privatization of Long Island Bus has been previously discussed.

As described in the MYP, Public Private Partnerships will be undertaken in which the County will lease
certain assets to a private sector operator while retaining ownership and operating restrictions, also
commonly known as a Concession Agreement. The County could receive an upfront payment and/or
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